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INVESTMENTS ON THE INSTALMENT PLAN ' 

WILLIAM E. HARMON 
New York City 

IF a dozen men were asked to put their finger on the most 
serious problem confronting civilization, at least half 
would consider some phase of industrialism or capitalism 
as representing the knottiest problem and constituting the most 
serious menace to universal well-being. When I say that indus- 
try is underpaid, it may bring a sarcastic smile to the lips of the 
prosperous members of this audience. When I say that, as a 
general proposition, the workingman does not give an honest 
day's work to his employer, frowns of disapproval may gather 
on the faces of the representatives of labor. Both propositions 
are, however, true. The struggle between men and women 
operating individually, or welded into labor unions, and money 
welded into organized capital, constitutes a wasteful war that has 
been carried on unceasingly throughout modern times, and bids 
fair to keep up till the millennium. It was never more bitter 
than to-day, and a practical solution never seemed farther off. 
The antagonism between labor and capital does not arise 
because of any inherent moral defect in either one or the other. 
It is simply the result of the fact that capital and labor have not 
a large enough common interest. It is obvious that if all 
capitalists had to raise their capital requirements among their 
working people, and all working people in a given trade had to 
rely for constant work upon the prosperity of that trade, the 
relation between the man and his employer would be, of neces- 
sity, harmonious, for their interests would be identical. No 
remedy will cure the antagonism between labor and capital 
except the removal of the cause through this harmonizing of 
their interests. Repressive legislation against the capitalist does 
not convince him of the equity of the government, nor does the 

' Read at the meeting of the Academy of Political Science, November 1 1, 191 1. 

(146) 



INVESTMENTS ON THE INSTALMENT PLAN 95 

power of organized capital over its employes convince the 
workman of the justice of such a state of facts. It is only when 
an inter-relationship is established between the two with a 
mutual knowledge of each other's problems, that any real 
cooperative feeling comes into existence. This is to all doubt- 
less self-evident, the real question being simply how it can be 
brought about. 

In the brief space available it will be impossible to go into a 
discussion as to how the antagonism between capital and labor 
has developed. It is a sequence of modern methods of doing 
business, and modern methods of doing business have been a 
sequence of the rapid development of the world in invention 
and in facility for human intercourse. The telegraph, rapid 
mail service, banking methods and industrial coordination have 
all had a part in developing the present situation. Although 
they are effective in increasing the prosperity of the working- 
man as well as the employer, a great waste has developed, the 
same kind of a waste that is seen in the operation of every 
newly-discovered force — the waste of resources. The time has 
come for the conservation process to begin — conservation in 
finance and industry. A large portion of available wealth is 
not utilized. Certain favored classes have opportunities not 
open to the general public ; millions are wasted in loss of wages 
through enforced idleness, and other millions in property 
destroyed during strikes. No one will belittle the importance 
of this fact, nor minimize a scheme of settlement which will, 
without destruction, harmonize interests, neutralize antagonisms 
and make the lion of labor and the lamb of organized capital 
pull the plow in double harness, even if the lion of labor does 
most of the work. 

I have had twenty-five years of relationship with men con- 
trolling large amounts of capital ; for twenty-five years I have 
had an intimate experience with the man of small means. It 
has been possible to see the point of view of both parties ; it 
has been possible to keep a sympathy with each class ; it has 
been a great opportunity for study and experiment. Out of 
this life have grown up many conceptions of the rights of 
employer and employe, and through this experience has been 
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developed a comprehensive plan for conserving resources and 
harmonizing interests now arrayed against each other. 

In taking up a consideration of this plan, it may be well to 
say in advance, that it is simply the development of a business 
career, that it presents nothing new and is not in any sense 
radical or artificial, but contemplates, through the development 
of forces already in operation, a unity of interest between two 
great powers, which at bottom are always working for the same 
results. 

In brief, my plan is to make the wage-earner a capitalist, and 
the capitalist, in a certain degree, his representative. The 
President of the United States is the servant of all its citizens ; 
the president of the United States Steel Corporation is the 
representative of 110,000 stockholders. The gross incomes of 
the United States Steel Corporation and the United States 
Government are nearly equal. When the president of the United 
States Steel Corporation is the servant of ten times the number 
of people now on the books of the corporation, then my hoped- 
for results will be nearer accomplishment. 

France is the creditor nation of the world, because the French 
bankers have, of necessity, created and developed methods by 
which the smallest wage-earner can share in the opportunities 
offered to the great fiduciary institutions. In France every 
wage-earner who is capable of setting aside a surplus has been 
taught to invest that surplus in some form of security. This is 
what gives France its tremendous lending capacity. This is 
what enabled it to pay the Prussian war debt without apparent 
effort. 

In the United States we have never cultivated the capacity 
of the producer to save money, simply because we have been 
able to raise our moneys in other directions with less effort. 
We have failed to realize that we were disturbing an industrial 
balance ; that we were making the wage-earner a radical, be- 
cause we were not giving him a fair opportunity to employ 
profitably a part of the results of his labor, viz., his savings; 
that we were, at the same time, making the capitalist a radical 
because we were alienating him from the men who made suc- 
cess for him possible. 
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There is no civilized nation in the world where the seeds of 
socialism have found so little opportunity for growth and pro- 
pagation as in France. The Frenchman is a conservative 
because he is a property owner. He is interested in his wage, 
but also in the protection of the property which produces his 
wage. This rule, of course, is not invariable, but it has a general 
application, and has a special application in certain directions. 

In the United States we have provided for two needs of the 
average man : one, the need of protection for loved ones in case 
of death through life insurance. Every man recognizes the 
value of life insurance, and pays his premiums with the same 
confidence that he would buy his winter coal. The other satisfied 
need is a depository for emergency cash requirements. This 
we find in the savings bank. But there is another vital longing 
in every man's heart, to which as a nation we have paid little 
or no heed, and in some ways I think it is the greatest longing 
of all. Protection for loved ones is important, a place to deposit 
money for future requirements is important, but the opportunity 
of setting aside a certain portion of one's earnings to establish a 
competence for old age would seem to be quite as real and vital 
as either. 

We restrict by lack of training, as well as opportunity, the man 
of small means or capital to a rate of earning much lower than 
the average rate of earning on capital. There are comparatively 
few persons who know much about the earning capacity of 
wealthy men in fortunate position. We see the rich growing 
richer ; perhaps, the poor growing richer too, but not in the 
same proportion, or at the same rate. We see great economies 
through great consolidations, and we learn at third or fourth 
hand of enormous sums of money made by men who are in a 
position to derive the benefits of the country's prosperity through 
special privileges. 

Ordinarily speaking, the public has an opportunity of getting 
hold of securities only when various commissions and under- 
writings have taken off most of the cream. It is easy to exag- 
gerate the profits made by men of wealth, and it is also easy to 
belittle the profits and over-emphasize the losses, but those of 
us who are more or less in the inner circle in our particular line 
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of work do know that the men who are capable of furnishing 
financial aid to undertakings of all kinds receive, as a general 
rule, a very handsome compensation for their risk, and if the 
average man could receive his share of these profits, the securi- 
ties representing these ventures would bear a higher rate of 
income than they do when he has the opportunity of getting 
hold of them. 

Without going into particulars, I am assured that the average 
income of self-made millionaires on their capital is at least 7 
to 8^ per annum. This does not mean that all their capital 
earns 7 to 856, but it does take into consideration their losses. 
In other words, from a long study of the question I am con- 
vinced that the wealth of the average active man of wealth grows, 
at least, from 7 to 8^ per annum from dividends, underwritings, 
bonds retired at a premium, stock distributions, bonuses, profits 
in real estate and the like. 

Now, what I want to do is to give every working man in this 
country an opportunity of sharing in the profits accruing to the 
most favored individual. I want to teach him the importance 
of saving to the end that he may accumulate a competence. 
I should like to solicit him for investment, just as the life- 
insurance companies solicit him for insurance, and I should like 
to offer investments to him upon terms within his reach. I 
should like to teach the capitalist the value of the cooperation 
of the man of small means in increasing the efficiency of his 
plant or operation, in defending him against destructive legisla- 
tion ; I want to teach him the enormous possibilities of financial 
assistance through tapping the saving capacity of the millions 
of wage-earners. Through the development of a dual relation- 
ship between the man and the boss, I hope to reach the same 
objective sought for by the socialists, namely, the ownership of 
all property by practically all people, but that ownership to be 
acquired by purchase and not by confiscation. 

In order to show clearly the facility with which this plan can 
be carried into effect, a word will be said about the instalment 
business, which, in my opinion, contains absolutely inexhaustible 
opportunities for the good of the nation and its people. 

Twenty-five years ago the selling of commodities on instal- 

dso) 



No. 2] INyESTMENTS ON THE INSTALMENT PLAN 99 

ments was in the hands of a very few persons, was a business 
of questionable character, and was operated by men of doubtful 
reputation. To-day, it is a proved factor in finance. The 
writer's firm established the instalment business in real estate, 
being the first ever to write an instalment contract for land. 
Though accurate information is not available, the writer estimates 
that there are two or three hundred million dollars' worth of 
real estate sold on instalments each year in this country. The 
insurance of lives is a business done on instalments. Savings 
banks conduct an instalment business. 

The instalment method might be extended to the sale of all 
classes of securities through bond and security houses of the 
highest grade, as well as through organizations created for this 
specific purpose. The same energy should be put back of the 
sale of securities that has been used to build up the millions of 
assets back of life-insurance companies ; and the same energy 
and ingenuity should be exercised to meet the requirements of 
all classes of buyers. The thing has been accomplished in the 
real-estate business, in which a single concern disposes of 
$5 ,000,000 worth of property a year. It has been done in an 
investment business confined to real-estate securities, several 
million of such securities having been disposed of in a single 
year. Put any one of a number of well-known financiers at 
the head of an organization of this kind, and a hundred million 
dollars worth of securities would be an easy annual output. 
Put out that amount of securities annually among the money 
savers of the country, and you gradually educate men in financial 
methods, you create respect for property, you neutralize antag- 
onisms, you conserve human rights. 

In order to give a clear concept of the practical working-out 
of this plan, I shall briefly sketch out a corporation, showing its 
character, functions and possible history. Assume that we 
have formed the American Mutual Investment Association for 
the purpose of buying different classes of personal securities, 
such as stocks, bonds, notes and other forms of property, and 
of selling for cash or on instalments either such securities or 
shares representing fractional interests in groups or blocks of 
securities. The board of trustees has been made up of rep- 
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resentative men in various departments of financial, social and 
industrial activity. Obviously the larger portion are men en- 
gaged in finance, for this class is in touch with the great invest- 
ment opportunities. 

The aim of the association is to train the common people 
into a just comprehension of the character and value of securi- 
ties, of the principles governing business and the rights of the 
parties therewith connected ; also to teach those engaged in 
corporation management the importance of a diversified owner- 
ship of their securities, and the policy of fair dealing with their 
security-holding clientele. The primary function of the associ- 
ation is to purchase from time to time the best investment securi- 
ties of different classes that are offered, and to distribute these 
securities by instalments among all the people earning a surplus 
above their actual cost of living. Obviously, a difficulty is met 
with in selling actual securities themselves. But the money of 
instalment buyers can be accumulated at a low rate of interest 
for specific purchases until the amount accumulated is sufficient 
to purchase the securities themselves, as for ordinary buyers. 
This, however, is not the largest function of the corporation. 
By far the largest amount of business would be in the sale of 
fractional interests in blocks of securities, rather than in the sale 
of specific securities. To illustrate : Assume the selling capacity 
of the association in the year 19 12 to be $50,000,000. This 
will be made up of contracts running an average of, say, five 
years. At the end of 1912 these contracts will all be combined 
under the head of "Consolidated Syndicate of 19 12," and 
thereafter as this money is received at the rate of something 
less than $10,000,000 per year, it will be invested in such 
securities as the trustees may decide to buy. At the end of five 
years the entire $50,000,000, less forfeitures and surrenders, 
will be paid in and invested in securities of different kinds. At 
this time, or earlier if desirable, shares of a par value of $100 
each can be delivered representing the fractional interest of 
holders. These shares will naturally have a market value cor- 
responding to the average value of the securities in the block 
or pool. This value will soon find its level in the markets 
of the world, and if only listed securities are purchased, 
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will have a value corresponding to the average value of the 
listed stocks or bonds, with a far more stable market from the 
fact of broad distribution and freedom from speculative influence. 
The actual stocks and bonds will be held by the association as 
trustee under a declaration of trust, giving proper protection 
and proper freedom of action. 

The distribution of these securities or shares costs money, 
and as it would be necessary to conduct a business of this kind 
aggressively, money must be provided from the business itself 
to pay for its own development. Let us consider this important 
question, and see from what sources an income sufficient to pay 
for the sale of securities can be provided. Finst, every corpora- 
tion offering securities to the public must, in some way or other, 
pay the cost of selling them. This expense is in the shape of 
underwriting fees, commissions, or advertising. It is incon- 
ceivable that a corporation would not be willing to pay as much 
to an organization that would put its securities into the hands 
of small holders as it would to get them into those of a banking 
syndicate. The difference between the price which the corpora- 
tion receives for its securities and the price which the public 
pays represents the profit to underwriters, banking houses and 
syndicates, or the expense of marketing the securities in any other 
manner. As our corporation would be one of the largest buyers 
of securities, and would distribute them in the manner most 
attractive to selling corporations, the fees from underwritings 
would probably aggregate from 3 to 8^. 

A greater or more constant saving could be made in another 
way. At present the only avenue of investment open to the 
average man is the savings bank, in which the interest paid runs 
from 3 to 0). Let our corporation invest money as received 
at the best possible rate of interest, and pay the investor during 
the instalment period savings-bank interest, or even less, and he 
will be satisfied, and a considerable sum will accumulate in this 
manner. As the buyer of certificates at the end of his contract 
period receives the full earning capacity of the securities pur- 
chased on his behalf, together with any increment which may 
have accrued, he will be well content to make a slight sacrifice 
of interest during the instalment period. 
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A careful study of this whole matter shows that at least 8Jb 
of the total amount received could be set aside for advertising 
and solicitation as a means of selling securities, and still give 
the buyer a fair rate of interest upon his money during the 
instalment period and the full earning capacity of his money 
measured by the highest ability to purchase in primary markets. 
Equitable methods should be established in protecting the 
delinquent investor through cash surrender values, but the 
company should be the gainer to a reasonable degree by the 
failure of the buyer to keep up his payments. A forfeiture or 
surrender feature may be either too drastic or too liberal. A 
man should be given opportunity to get cash in case of mis- 
fortune, but it should be made so expensive that saving becomes 
practically compulsory. 

To-day conditions are ripe for the organization of a corpora- 
tion of this kind. Life-insurance agents have been taught to 
talk investment insurance, but find this department of life 
insurance constantly diminishing in popularity. Life-insurance 
companies are limited to a low earning capacity from the fact that 
they must provide for mortuary requirements and maturities, 
while our shares are permanent investments, as far as the cor- 
poration is concerned. 

The writer would not hesitate to agree to place from ten to 
one hundred millions a year of these securities in the hands of 
the public after a properly organized mutual company was well 
under way, and to distribute them so widely that the average 
holdings would not exceed $2,ooo. If the stocks and bonds of 
corporations were distributed as widely as life-insurance policies 
are distributed, if every legislative attack or all socialistic propa- 
ganda affected thousands of property owners where they now 
affect one, we should find a conservative spirit quickly arising 
in opposition. As we acquire property we learn thereby to 
respect the property of others. 

The great question which will come up to the student of 
economics is, what effect will such a corporation have upon the 
menace of control, or, in other words, upon the ever-increasing 
power of small groups of men to control great financial re- 
sources? Will this not put a new weapon in their hands? 
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Will it not make this growing type of despotism more complete ? 
Admittedly, it will repose great power in men who control the 
destinies of the association, but it will at the same time create 
a sense of responsibility and enforce a type of publicity which 
will prevent the use of the power for personal ends. 

There are probably few institutions in the world that are con- 
ducted with a greater regard for the rights of the smallest 
investor than are the savings banks, and one might hazard an 
opinion that the tendencies in the life-insurance companies at 
the present day are in the same direction. Our best illustration 
of the working out of this policy, however, is found in France. 
It matters little in France how enormous the concentration of 
financial power may be, there is practically no abuse of that 
power. Laws have grown up and customs have kept pace, 
which protect the individual in a manner utterly unknown in 
this country. The savings banks in America, and the banking 
and credit institutions in France have had a parallel history. 
It matters not whether good laws have created the disposition 
to save, or whether the habit of saving has created good laws. 
They are coordinate and contemporaneous to-day, and it can 
be safely said that when we have established investment organi- 
zations in which large numbers of small investors can place their 
funds, a like condition of affairs will come into existence in this 
country. Men are thinking deeply on this subject. The best 
of those engaged in finance and the employers of large bodies 
of industrial workers recognize the weakness in our present 
methods, and some are trying in a more or less haphazard 
fashion to meet the coming crisis. The trouble is that very 
few men are familiar at the same time with the reasonable rights 
of capital, the reasonable needs of wage-earners and the methods 
through which the two can be harmonized. In the opinion of 
the writer it lies in the development of the instalment business 
in the hands of men with high ideals of public responsibility. 
This is the true solution of the problem of labor and capital, 
and when this or a similar plan of distribution is fully developed, 
the antagonism between the two great classes will disappear. 
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